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GOVERNMENT OWNERSHIP OF THE RAILWAYS 
AS UNNECESSARY AS IT IS: UNDESIRABLE. 


There is an Oriental fable of a discontented shepherd who was 
ruined by the accomplishment of his own wishes: he prayed for more 
water than he needed, the Ganges was turned into his grounds and his 
flock and cottage were swept away by the inundation. Can we find a 
moral in this for our present enquiry? The American is essentially a 
practical person. If we can demonstrate to him that he already has all 
he needs, it is not necessary to argue further, but it may not be out of 
place to point out that not only is government ownership of the railways 
unnecessary for his protection but that there are positive dangers lurk- 
ing in the proposition. 

It will be recalled that on his return from a tour of the world several 
years ago a certain Peerless Leader publicly proposed a political pro- 
gram of government ownership of the railways—and that the suggestion 
fell still-born, even in his own party of radical tendencies. But in the 

‘ interval we have seen other as novel and perhaps not less radical political 
principles propounded and seriously discussed, so while the progressive 
elements in contemporary American public life have not yet sought seri- 
ously to revive the suggestion that the government should take over our 
railways, it must be recognized that the doctrinaire opinion emanating 
from some of our colleges, which has been the spring of many current 
political dogmas, has not entirely abandoned this supposed solution of 
the railroad question, and that it is quite possible that it may yet be made 
a live political issue. 

In any event the fact that certain European countries today own and 

- operate some or-all of their railways, that Australasia has built up her 
railway system on that basis, suffices to make the question one worthy of 
serious economic discussion, and, of course, it must be a favorite topic 
with that large and growing schoo} of opinion whose thesis is that all 
public utilities should be in the hands of government. Our generation 
has seen a remarkable growth of municipal activity in the operation of 
municipal facilities; water works, gas and electric lighting plants have 
been taken over by cities, and, in certain instances, successfully main- 

tained. The experiment has even been tried of municipally operated street 
railways, though today the pendulum of opinion has rather swung away 
from that experiment and the practical social democrat seems for the 

‘moment to content himself with public ownership of street franchises 
leased and operated by individual entrepreneurs. Because certain public 
utilities can be proven to be safe in the responsible charge of a municipal- 
ity, it does not follow that all public utilities should be operated by politi- 
cal public authority. The logic of such an argument may seem complete, 
yet it is perhaps subject to the fallacy of the undistributed middle. But, 
even if the argument was logically sound, a moment’s reflection upon the 
history of our successful political institutions will demonstrate that the 
difference between Anglo-Saxon and Latin processes of government lies 


largely in the daring disregard by the Anglo-Saxon of all logic in shaping 
his political destiny. Our principle has been that logic is magnificent but 
it is not politics. ; 

Before we proceed with our argument it must be admitted that the 
advocates of government ownership of our railways are not all doctrin- 
aires or radicals. Not a few of them are to be found among the owners 
of railway securities, for such have been the uncertainties of the railway 
industry in recent years by reason of a variety of economic causes (among 
which may be cited as not the least the realized expectation of labor in 
constantly increased wages, and the accomplished requirement of gov- 
ernmental authority in matters adding arbitrarily to the expenses of 
operation), that many railway security holders, trembling over the un- 
certainty of the return on their invested savings, would welcome the op- 
portunity to exchange what they have for the assured and stable income 
of a government bond. Indeed a railway security holder upon whom 
the government should today make demand to surrender his property 
would be much in the position of a slaveholder in Virginia in the middle 
of the XIX Century when agriculture with slave labor had reached its 
lowest economic ebb and abolition sentiment was rife. It will be recalled 
that John Randolph, of Roanoke, vehemently exclaimed in the House of 
Representatives that the time was soon coming when the masters would 
run away from the slaves and be advertised by them in the public papers. 

At the threshold of our enquiry as to government ownership of the 
railways, it is meet to ascertain why that step has been taken by those 
nations which have taken it, and it is curious that no two of them have 
taken it for the same reason, which seems to indicate that there is no 
deep underlying principle which demands it. 

Bismarck planned to acquire the German railways for the German 
Empire as part of his scheme of political unification; after being com- 
mitted to the policy, he acquired them for Prussia, and accomplished his 
political object indirectly. The Swiss and the Belgians took over their 
railways because they feared the domination of foreign capital. Italy 
and France were both compelled to the step as a consequence of original 
subsidies and to solve otherwise inextricable complications about govern- 
ment control of rates. The Australasian commonwealths built their own 
railways because the capital could not be secured except on the credit of 
the State, and, having built the lines, they assumed in the first instance 
to operate them. Perhaps the history of this last experiment will be 
like that of the State of Georgia with the Western & Atlantic Railway; 
after some years of operation by the State a private, corporation was wel- 
comed as lessee and has ever since continued to manage the property. 
The other States in the South which have surviving proprietary interests ° 
in their railways have always been content with private operation, e. g., 
North Carolina with the North Carolina Railroad, and Virginia with the 
Richmond, Fredericksburg & Potomac Railroad; as is also the case with 
the Cincinnati Southern Railway, which belongs to the City of Cin- 
cinnati. 


We can find no guiding precedent among these instances. None 
of them fits the present situation of the United States as a whole. 

If, then, there is no other argument for government ownership 
than the interest of the public, it may be answered that the interest 
of the public can be, and will be, and indeed is, protected by Regulation. 
The interest of the public in the railways lies in three things: Honest 
Management, Efficient Service, and Reasonable Rates, without undue 
discrimination. None of these things would be promoted by govern- 
ment ownership, but all are now secured through Regulation. 

Under existing conditions it is confidently claimed that railway 
management is honest, whatever may be said of the past history of 
the railways in the control of those eponymous financial heroes of the 
tribe of Capt. Kidd and Black Beard, whose sins, committed during 
the period of construction or merger of the railroad systems which 
bear their names, were as scarlet as they were picturesque. But the 
management of the railways of today is- not in the hands of pirates. 
That tribe is as extinct as the great auk, and while their example, like 
that of Clovis to the later Merovingian Kings, has been responsible for 
some lamentable instances of vulgar crime among a few unworthy rail- 
way officers, it can fairly be said that no department of the government 
can boast a body of men higher minded, better equipped or more scru- 
pulous in the public service than the men in responsible charge of the 
railways today. They have mostly risen from the ranks and are the 
product of years of sound discipline in subordinate positions, so that they 
know the responsibility of command and at the same time can respect 
those subject to their orders. They represent indeed that high ideal of 
intelligent workmanship so eloquently described in Ruskin’s fine ex- 
ordium : 

“To obey another man, to labour for him, yield reverence 

to him or to his place, is not slavery. It is often the best kind 

of liberty—liberty from care. The man who says to one, Go, 

and he goeth, and to another Come, and he cometh, has in most 

cases more sense of restraint and difficulty than the man who 
obeys him. The movements of the one are hindered by the bur- 

den on his shoulder, of the other by the bridle on his lips: 

there is no way by which the burden may be lightened, but we 

need not suffer from the bridle if we do not champ at it. To 
yield reverence to another, to hold ourselves and our likes at 

his disposal, is not slavery: often it is the noblest state in which 

a man can live in this world.” 

Never was character at such a premium in the railway service as 
it is today.? 


1Since this paper was prepared I have seen the following extract from a re- 
cent leading editorial in the New York Sun newspaper, and I am proud to know 
that the author had in mind some of the ornaments of the railway service: “The 
country needs men especially trained for the administrative responsibilities of busi- 
ness, men who have studied general, social and economic laws as well as the techni- 
cals of a particular industry. Their horizon must be wider and their grasp must 
be broader than that of those whose view is limited by the immediate balance 
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Power in the hands of the individual'is always a possibility of 
tyranny, and the power of the American railway manager is indeed 
great; not.so great as it used to be in the days before Regulation, but 
it is still sufficiently great to compensate for some of the difficulties which 
hamper his work. Disraeli observed that ‘a leader among the boys at 
an English Public School, a Captain of Eton or a Praefect of Win~ 
chester need never envy the Prime Minister of England, and that is 
the feeling of the modern railway manager in the United States. Yet 
his power is now tempered by Regulation, for he must account to 
Public Authority quite as much as to his Board of Directors. He sails 
between the Scylla of enforced resignation and the Charybdis of in- 
dictment: so that practically he is as responsible a public servant as if 
he held a government commission. It cannot be said, therefore, that 
government ownership is necessary on the ground of control of the in- 
tegrity of management. 

Nor is government ownership necessary to secure efficient service. 
It may be doubted whether an American railway operated by govern- 
ment would be as efficiently operated as it is under private management. 
Despite the recent criticism of the efficiency of the existing régime, Mr. 
Julius Kruttschnitt, himself an acknowledged master of efficiency of 
railway operation, has stated in his recent Harvard lecture his judgment 
that, as a whole, the American railways are now, and for many years 
past have been, operated with an efficiency which is astonishing, and that 
the public has got the benefit of it. In a striking graphic chart he. shows 
the rates per passenger mile and per ton mile actually collected by the 
railways during the past fifteen years in comparison with what those 
rates might have been if they had followed the trend of labor and 
commodity prices during the same period, and he states his conclusion 


sheet. There are such men now. They are being developed by the corporate régime, 
and the time will come when no man will be considered fit for the leadership of a 
great business who does not combine so-called business ability with economic grasp. 
When that time comes there will be needed no less than now not only trained 
leaders of industry and commerce, but trained leaders of finance. That the day of 
the greedy inflationist and conscienceless promoter is passing is evident. The lead- 
ers of finance of the future will develop in higher degree the qualities possessed by 
the greatest of the bankers of today. They will not be concerned with immediate 
profit, no matter what the future cost in social discontent, but they will have their 
minds upon the maintenance of that social condition in which the return to the 
wage earner, to the man who designs and directs, and to the savings of the man 
of thrift, will be kept as nearly in equilibrium as the fluctuations in the underlying 
conditions of nature will permit. The great leaders of finance will in increasing 
degree focus the judgment of the industrial and commercial world for the benefit 
of those who would securely invest their savings. That character and genuine 
ability are becoming more and more a potent factor in the conduct of the processes 
that promote material welfare is proved not only by the elimination of the male- 
factor from the positions of responsibility in the industrial and commercial corpora- 
tions, but by the passing of the financial bounder. Ten years ago a profound re- 
mark of President Hadley of Yale met with derision from certain quarters, but 
the course of events proves that the force which works for righteousness is making 
good his dictum that the surest punishment for the man who has attained so-called 
pecuniary success through moral obliquity is social ostracism.” 
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to be that, by the practice of efficiency methods by the raiiways, more 
than seven billion dollars was saved to the public in transportation 
charges in the fifteen years. For the year 1909 this means a saving 
to the public of $2,760,000 every twenty-four hours, or nearly three times 
Mr. Brandeis’ famous million dollars a day. 

The natural initiative of the American man of business working 
under the stress of competition leads him to experiment with new de- 
vices and adopt new methods from day to day in a way impossible to a 
government-managed industry. Concentration of responsibility is neces- 
sary for this, and the criticism of all government-managed railways in 
Europe is their rigidity. The individual officer may be fit but he is 
tied fast with red tape, in a way quite familiar to every one who has 
done business with the government of the United States. I have myself 
met, and measured, with the utmost respect for their individual profes- 
sional equipment, some of the officers of the most criticised railway in 
the world—the State-ridden Western Railway of France. 

The result of government management is almost inevitably bureau- 
cracy, and what this means in comparison with private initiative in 
living industry can well be illustrated by the experience of Austria. 
Mr. Pattai, the President of the Austrian Chamber of Deputies, said in 
a speech delivered last summer: 

“We have always been in favor of the State taking over the 
railways, but if we had been able to foresee the results of the 
management J assure you we would have hesitated a little 
longer. We are still in favor of the principle, but it does seem to 
us that our government has performed a remarkable feat when it 
has succeeded in creating a deficit on the Northern Railway 
(which, under private management, earned six per cent divi- 
‘dends). The government have enlisted an army of new em- 
ployes ;? they have gone much too far in the reduction of hours 
of labor; instead of commercial management they have ap- 
pointed lawyers to posts that require business men or experts; 
they have established an entirely unpracticable bureaucracy. At 
the present moment we are face to face with a deficit of 
$25,000,000. There would be no deficit at all if the return from 


2The course of the Austrian government in “enlisting an army of 
new employes” after taking over the railways was not exceptional. With- 
in three years after the government in 1905 assumed the operation of the 
railways of Italy the number of employes was increased from 97,000 to 
137,000. Critics of the government have attributed this to political influ- 
ence. The growing demoralization which marked the operation of the roads 
while this increase of 30 per cent in the number of names on their pay roll 
was taking place shows that if additional men were employed to increase 
efficiency the purpose was not attained. The taking over of the private 
railways of Belgium by the state was followed by a large increase in the 
number of employes, and the same thing took place a short time ago on 
the Western Railway of France, after its acquisition by the government. It 
has been charged in the Canadian parliament that the government increases 
the number of employes of the Intercolonial during political campaigns to 
influence election results. 
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our railways were that which it ought to be.* I repeat that ab- 

solute imbecility has characterized the taking over of our rail- 

ways. We must introduce business ideas into the government 
service.” ein 

If government ownership and operation is not likely to improve 
the efficiency of operation, neither. is it necessary in the interest of the 
social uplift. What public opinion, working upon the natural law of 
competition, does not do in that respect can be and is adequately ac- 
complished by Regulation. The modern State concerns itself with many 
social questions affecting industry without assuming the responsibility 
of ownership, so today by statute or by order of a commission the rail- 
ways are scrupulously regulated in the interest of employes as well as 
the public: safety appliances are prescribed, working conditions and hours 
of service are modified, compensation for injuries is defined, train sched- 
ules are altered or fixed, new stations are built, so-called “full crews” 
‘are specified: indeed, it would be difficult to define any act of manage- 
ment in the public interest which the State has not assumed to regulate, 
for all that the Supreme Court has said that “in no proper sense is the 
public a general manager” of the railways. 

The interest of the public in rates and adjustments of rates is un- 
doubtedly safer under the existing régime of private initiative subject 
to regulation than it would be under government ownership. The selfish 
ambition of a part of the public is that rates shall constantly be reduced. 
Under the stress of competition, and with the aid of improved and cost- 
reducing methods of operation, the American railways have heretofore 
constantly met this ambition, and have reduced their rates. Recently they 
realized that they had gone too far in this process, and proposed a general 
advance in an amount which they considered necessary to compensate 
them for the additional burden they are’ now carrying. But Regulating 
Authority intervened and the proposed advances were prohibited, the rail- 
ways being assured that the business of the country was adjusted to 
then existing conditions and the public interest was such that they must 


Almost the only state railways whose financial results appear to be 
satisfactory are those of Germany. Professor James Edward LeRossignol 
contributed an article to Moody’s Magazine for August, 1907, in which he 
showed that after paying interest on the investment in them the New Zea- 
Jand state railways were operated at a net loss of over $850,000 per year. 
The gross earnings of the Intercolonial of Canada in 1909 were $8,602,986, 
and its operating expenses were $9,052,522, leaving a deficit of $449,536. 
The interest on the investment in it at 4 per cent would be $3,520,279, which 
would make the total deficit $3,969,815. A writer in the Toronto Mail 
and Empire estimated in 1907 that the Intercolonial during the previous 
five years had made a dead loss of $4,000,000. Allowing for interest on 
the investment the deficit of the Belgian state railways is estimated by 
Mr. Edwin A. Pratt at $14,000,000 per year. The. deficit of the Austrian 
railways already has been mentioned. The Russian railways are worked 
regularly with a heavy deficit. The Italian lines do not earn enough to pay 
more than one-fourth of the interest on the investment in them. These 
examples could be multiplied. . 


be content. It is not probable that if the government owned and operated 

.the railways and felt the pinch of fiscal necessity it would be as consid- 
erate of the public as it is when it is regulating the management of pri- 
vate property: at least that has not been the experience in those coun- 
tries where the government has been actuated by such responsibility. ‘In 
_Germany the railways were acquired with a promise that rates would be 
reduced. After the government got control and found the necessity for 
increased revenue, it not only did not fulfill its promise, but has since 
actually advanced the rates.“ General advances of rates to provide for 
fiscal necessities have also been made against the protests of the public 
on the government-owned railways in Russia, Austria Hungary, Denmark 
and Switzerland. 

Mr. W. M. Acworth, the English economist, prescribes two quali- 
fications for a rate maker: expert knowledge and impartiality. He ad- 
mits that a government officer may have expert knowledge as great as 
that of the officer of a private corporation, but he denies that the gov- 
ernment officer can be as impartial. His argument is worth quoting at 
length, but it must be remembered that in speaking of a private com- 
pany he is referring to English conditions where Regulation has not gone 
nearly as far as in the United States: 

“Now we agreed (says Mr. Acworth) that expert knowl- 
edge was just-as likely to be found in a state official as in the 
manager of a private company. But from whom are we most 
likely to secure our second desideratum, impartiality undis- 
turbed by outside influence? Consideration of the normal or- 
ganization of a private company and of a state undertaking will 
enable us to supply the answer. Take first the company. The 
manager of a private company is responsible to a board of di- 
rectors who represent the shareholders, being, indeed, frequently 
large shareholders themselves. Their interest is—indeed, it is 
a common reproach made against them—the dividend, and noth- 
ing but the dividend. We may assume that, being ordinary hu- 
man beings and disliking unnecessary friction, they will sym- 
pathize with Turgot’s theory that in levying contributions it is 
desirable to pluck the maximum of feathers from the goose 
with the minimum of squawking. In other words, their natural 
tendency will be to support their manager in refusing to shear 


4The consequence is that the Prussian state railways, which dominate the 
German system, pay 8 per cent on the actual cash investment in them. This is 
twice the percentage of return paid by the railways of the United States on their 
capitalization; and the investment per mile of the Prussian government in its rail- 
ways is twice as great as the capitalization of the railways of the United States. 
There is nothing in the experience of Germany to give encouragement to those 
shippers who advocate government ownership on the theory that the adoption of 
this policy would lead to a reduction in the rates they have to pay. The average 
rate per ton per mile in the United States in the year ending June 30, 1909, was 
7.63 mills. The average rates per ton per mile in some of the European coun- 
tries where the railways are owned and operated by the state are as follows: 
Switzerland, 17.4 mills; Belgium, 16.8 mills; Hungary, 14.2 mills; Austria, 14.3 
mills, and Germany, 12.4 mills. . ‘ 


any individual lamb too close and in getting as much wool as 
possible from the lamb that can afford to lose it without making 
it suffer so much that its bleatings will be audible. In the -essen- 
tial positions of manager, directors and shareholders alike there 

_ is nothing to induce them unduly to prefer one locality to another, 
or one trade to another. In the interest of their own under- 
taking they will not kill a single goose that is either laying golden 
eggs at the moment, or is likely to begin to lay such eggs in the 
future. Indeed, if they are intelligent, they will desire to mul- 
tiply to the utmost possible extent the breed of golden-egg- 
laying geese. The individual trader at A will naturally object 
strongly to any adjustment of rates that may enable traders 
at B or at-C to compete in a market where he has a monopoly. 
But the natural instinct of directors and shareholders will be to 
support their manager in overriding this objection, an objection 
which it is commonly considered ought not in the public interest 
to prevail. 

“So much for commercial management. Now let us see how 
far impartiality is likely to be secured under a State railway 
system. At the head of the State railway system there must 
be in some shape or other a manager responsible to parliament. 
In other words, a person who is first and foremost a politician, 
and only in the second place a railway man. Is it reasonable 
to expect impartiality from a manager of railways with a seat 
in parliament, a member of a government whose life may come 
to a sudden end any day unless some important town, or some 
important trade can be, in American phrase, ‘placated’ ?’’5 


5The effect that political and sectional influences have on rate 
making ‘by public authorities is shown by Professor Hugo R. Meyer 
in his book, “Government Regulation of Railway Rates.” Professor Meyer 
says that these influences cause rates to be adjusted in a way that is 
economically injurious, and that the German government has had to spend 
millions on the development of inland waterways, on which rates are made 
strictly on the principle of “what the traffic will bear,” in order to repair 
the damage being done to the industry of the country by the methods fol- 
lowed in making rates on the government railways. 

Elmer Roberts, in an article on “German Railway Policy” in a recent 
issue of Scribner’s, said: 

“German railways, state and privately owned, yet under national 
supervision, give discriminating rates, grant rebates, treat localities and 
individuals exceptionally, charge all the traffic. will bear under one set of 
conditions and extraordinarily low rates for other circumstances, employing 
all the devices condemned and passionately opposed in America, and exer- 
cise all the powers of absolute monopoly.” 


He adds that these things are all done in Germany according to 


principles of equity. That is what the traffic managers of the railways of 
the United States have said regarding practices which have been con- 
demned by public regulating authorities, who have then proceeded at once 
to establish other discriminations which they regarded as based on prin- 
ciples of equity. What are considered principles of equity depends very 
largely on the point of view. 


The. greatest positive danger of government ownership lies in poli- 
tics. There are upwards of 1,700,000 men now employed by the railroads 
of the United States earning over a billion dollars a year in wages, and 
if the government owned and operated the railways they would all be- 
come office holders. If we may believe the experience of Belgium and 
Italy, their numbers might be expected to increase rather than diminish 
under government management. It is not difficult to imagine what the 
result would be in practical politics, what pressure there would be upon a 
party in power for the existing jobs, and for the creation of new ones, a 
pressure which no civil service could altogether resist. A well-organized 


6Mr, Edwin A. Pratt, in his book entitled “State Railways,” relates many 
incidents that have happened under government management which indicate what 
might take place in the United States under that policy. For example, after 
describing the demoralization of operation on the state railways of Italy after the 
government took them over he says: 

“The fundamental reason for the reign of confusion thus brought about is 
to be found in the combined influences, the one upon the other, of the railways and 
politics. Under state operation the exercise of strict discipline over railway ser- 
vants who are mostly electors, and whose votes are a consideration to be reckoned 
with by the government of the day, has practically disappeared. It is the railway 
servants who intimidate the minister of railways, rather than the minister of rail- 
ways who controls the railway servants. 

“In proof of this fact I might allude to the serious railway strikes which 
occurred in northern Italy at the time the government were proposing to operate 
the railways themselves. The general manager of the company concerned prose- 
cuted some of the ringleaders; but the government—in order to keep on good 
terms with the railway men—forced him not only to take these ringleaders back, 
but even to pay them their wages for the time they had spent in prison, though 
he would not agree to the latter step until the government themselves found. the 
money. For the foolish concessions thus made by the government, for purely polit- 
ical reasons, they have had to pay by submitting, in turn, and as they might have 
expected, to the coercion of the men. 

“In the height of the present confusion on the lines the minister of the pub- 
lic works, who is also minister of railways, invited the former traffic manager of 
the ‘Meridionali’ railways, then district manager of the Milan section of the state 
lines, to come to Rome and consult with him as to the best remedy to adopt for 
overcoming the trouble. The officer in question is one of the ablest and most 
experienced railway men in Italy. Requested to take over, with all possible 
despatch, the post of traffic manager of the entire state system, he agreed so to do, 
disposed of his house in Milan, and made the necessary arrangements for re- 
moving to Rome. But when the railway servants heard of what had been done 
they sent a deputation to the minister to say that if the appointment were persisted 
in they would all come out on strike. Their objection was, apparently, founded 
on the fact that the officer was known to be a strict disciplinarian. The minister 
gave way, cancelled the appointment, and left the officer to go back to Milan and 
find there another house in place of the one of which he had disposed. r 

“The example of-surrender thus set by the responsible minister has been 
followed by the heads of departments, so that, in the words of one authority on 
the subject, ‘They are afraid of ordering the railway men ahout, and the men work 
as they please. Never,’ added my authority, ‘has more convincing proof been given 
of the absolute necessity for the disfranchisement of any large body of workers 
when the undertaking on which they are employed is taken over by the state. In 
Italy, at least, though the minister may become a subject of ridicule, he is afraid 
to risk any prejudice to the political situation, and so he gives way to the coercion 
brought to bear against him by the very men he is supposed to direct.’” 
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political machine would undoubtedly seek to control through patronage all 
railway votes for the party in power, and what this could be made to 
mean is evident from the mere fact that at the time of the election of 
1908 there were over 200,000 more voters in the railway service than 
the sum of Mr. Taft’s popular plurality. 

_ The result of the election in the pivotal State of New York has 
more than once determined a presidential succession by. a small plu- 
rality. If the men in railway service in New York could be vated 
as a unit, as most holders of office under the Federal government are 
now customarily voted, it could not be doubtful how the State would 
go. Is not this syggestion fraught with real danger to our political 
institutions ?7 

On the other hand we may consider the compensation which the 
labor unions might expect for political support. Under the exist- 
ing régime they have steadily and successfully accomplished advances in 
wages and modifications of working conditions, which are the equivalent 
of increased expense to the railway. Is it likely that they would abate 
their demands upon government when they had the powerful engine of 
political pressure to supplement their present strength? It is not incon- 
ceivable that their success might make profitable operation by government 
an impossibility. This has been the result in Switzerland. 

Having in mind these considerations let us then imagine a day in the 
Washington office of the Secretary of the new Department of Transpor- 
tation. 

The Secretary has just concluded his first six months of government 
management of the railways of the United States, but he is not altogether 
happy in his great office. The statement of the results of the six months’ 
operation which lies before him is only part of his troubles, but that in 
itself should be enough. In pursuance of the pledge of his party platform 
on which a year ago he had triumphantly stumped the country, he began 
his administration by reducing rates. Although business has been fairly 
good, revenues have shown decreases from week to week from the very 
start, owing to the reduced rates, and somehow there has not been ac- 


TThe political organization of labor in the Australian commonwealth of 
Victoria had been pursued for some years prior to 1903 and had gone so far that 
the public service was seriously affected. The aims of the so-called “Trades Hall,” 
composed of labor unions of various kinds, were avowedly as much political as 
economic; the railway minister ordered the employes of the state railways to sever 
their connection with it, and the result was a strike of the railway employes. 
Fhe government, after a bitter fight, won a complete victory, and then in 1906 
passed a law which provided that no person employed in any capacity in the public 
service should either directly or indirectly take any part whatsoever in elections 
or directly or indirectly take any part in the political affairs of the state of Vic- 
toria, otherwise than by recording a vote at parliamentary elections; and that no 
person or class of persons so employed should directly or indirectly use or attempt 
to use any influence in respect to any matter affecting the remuneration or posi- 
tion in the public service of himself or any other person. For any violation of 
these provisions a railway employe or other employe in the public service may be 
deprived of his position. 
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complished that economy which he had proclaimed would come from in- 
creasing the wages of employes to the point where their individual re- 
sponsibility for results would be awakened and high efficiency of labor 
ensue. This theory had sounded particularly well from the political 
platform and undoubtedly won many votes, but, while the Secretary had 
done his part and had increased wages in the amount fixed by a board of 
arbitration consisting of the heads of the various labor organizations, 
somehow the resulting efficiency was not forthcoming and the operating 
income was steadily less. The Secretary sometimes suspected that his 
managing organization was responsible for this, because on his coming 
into office he had reduced the salaries of all the general managers, in re- 
. sponse to congressional criticism of the payment of higher salaries to rail-”: 
way officers than were paid to cabinet officers, and as a result most of his 
competent operating officers had resigned—“to engage in other ‘business,” 
the circulars read. The Secretary had heard that this had happened in 
Switzerland also and had never been quite comfortable in replacing the 
general managers, who had been born and bred on the road, by lawyers 
with political pull who were recommended by their Senators. 

So the Secretary had determined on a reaction and had made several 
advances in specific commodity rates. This morning he was greeted from 
the top of his mail by a clipping from a Chicago newspaper denouncing 
this action, vocally accusing him of graft and demanding his immediate 
resignation. This was accompanied by a pleasant and clever cartoon de- 
picting the maxim of Philip of Macedon that any fortress can be taken 
which can be reached by an ass laden with gold, and in this case the for- 
tress was labeled with the Secretary’s name and its turrets aptly resembled 
the Secretary’s peculiar ears. 

Further down in the mail was a letter from the Board of Trade of 
Liverpool demanding that export bills of lading issued by station agents 
shall be personally endorsed by the President of the United States: a pro- 
test from a G. A. R. post against the Secretary’s new system of scientific 
divisional organization because it was modeled on that of the Confederate 
army: a resolution of Congress calling for information as to the move- 
ment of switch engine No. 999 from roundhouse to shop without a “full 
crew,” and the all steel caboose equipped with drinking water as required 
by the act of such a date: a protest by the Federal water-ways commission 
against reducing rail rates in competition with the water rates obtaining 
on the rivers recently canalized by the government :* a letter from the De- 
partment of the Interior demanding the concessions from published freight 
tariffs, on supplies shipped to Indian agents, which that Department was 


8The French government strictly enforces a rule upon both privately owned 
and state railways requiring them to make their rates 20 per cent higher than the 
rates of competing waterways, it being considered necessary to maintain this differ- 
ential to keep the railways from attracting the traffic from the waterways. The 
policy of making the railways keep their rates higher than those of competing 
waterways also obtains in Germany, Belgium and other European countries. 
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wont to demand of the railroads before the government took them over; 
and finally a communication from the Post Office Department advising 
that as the mail was running normally heavy the usual quadrennial weigh- 
ing to determine mail pay would be postponed until the Department 
should determine that it was moré to the interests of the Department to 
have it done. 

Having read these pleasant and encouraging missives, the Secretary 
turned to receive his assembled visitors. 

First, there was a delegation from a labor union, accompanied by a 
United States Senator, to demand the removal of the only efficient gen- 
eral manager left in the service (who for very love of the work had re- 
mained despite reduced pay), because he had ventured to close his shops 
when his appropriation was exhausted. Next was an influential member 
of congress from one of the slum districts‘in New York; who had a repu- 
tation as an authority on political economy and represented the. ultimate 
consumer. He wanted to know whether the generally expected deficit in 
the income account of the government operated railways was to be met out 
of general funds of the government and so fall upon the taxpayer at large: 
he argued, and the Secretary could not but recognize the force of it, that 
this was but another form of special privilege similar to the protection by 
customs tariff which had weighed upon the country for so many years and 
only recently had been removed ; the reduction of rates for the benefit of 
the shipper with the effect of creating a deficit to be made up by the tax- 
payer, was, he urged, worse tyranny than Schedule K itself. 

The Secretary then turned with a heavy heart to delegations from 
_ the Chambers of Commerce of Boston, Seattle and Atlanta, who came to 

enquire whether the Secretary did in fact contemplate, as had been an- 
nounced in the press, the introduction of the zone system of rates which 
is in force in Germany, for if so they all wanted to protest (on different 
specifications it is true) against wiping out the existing systems of rates, 
based, it was admitted, on apparent discrimination between localities, 
but they urged that they had done business on those rates for a genera- 
tion and surely the Secretary did not wish to bring on an already nascent 
panic by throwing all established business into chaos*; the Secretary was 
too practical a patriot to do that. 

The Secretary sighed, and, with pure intellectual relief, greeted a 


2One of the immediate risks of government ownership, and indeed of any form 
of government rate-making as well, is the mere substitution of a new basis of dis- 
crimination as between localities for that found to exist. In Germany this dilemma 
drove the government rate-maker, in the beginning, to an automatic distance tariff. 

Herr von Miquel, the Minister of Finance, stated in the Prussian Diet in 1894 
“that it would prove impossible to retain the state ownership of the railways in 
Prussia unless it should be practicable to make rates in accordance with hard 
and fast rules.” * * * “It would be impossible,” he said, “to make rates for particu- 
lar occasions to meet the needs of those occasions: for rates made in that manner 
were arbitrary, and exposed the governmerit to the suspicion and to the open charge 
of favoring one district or trade and handicapping another.” It is an interesting 
fact that, as pointed out in a previous note, the German government has not been 
able to maintain this hard and fast rule, however comfortable it may be for the 
bureaucrat. 
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group of new and ambitious congressmen who wanted information on 
which to formulate the annual “pork barrel” bill for new construction of 
unprofitable branch lines to all county seats. At least the Secretary could 
sympathize with that: it was practical politics. 

Last came the bureaucratic purchasing agent, and, with a complacent 
smile, reported that he had requisitions for one dozen fountain pens and 
can save three cents apiece on their cost if authorized to purchase five 
years’ supply. This was the last straw, the Secretary exploded, rehearsed 
the experience of Moses with the green spectacles in the Vicar of Wake- 
field, and went home to lunch. 

The proposal that the government shall acquire and operate the rail- 
ways is essentially an economic, a business question, but it must be de- 
cided in political debate. One is nevertheless encouraged to believe that 
the American people will, when called upon to do so, decide it right, be- 
cause the most important and the most difficult economic question of this 
generation, that of the gold and the silver standards, was determined 
correctly by popular vote in a fierce political campaign. That was a su- 
preme evidence of one of the qualities of our civilization which a stranger 

can not always understand. We live in an age when everything “progres- 
sive” seems to be considered sacrosanct, when the American people seem 
to want to change institutions for the mere sake of change, yet in the last 
analysis sober judgment usually prevails. It is confidently expected 
that no such violent economic revolution as the taking over of the opera- 
tion of the railways by the Federal government will ever get beyond the 
realm of debate; but perhaps even to debate it brings us within the shrewd 
comment of an ‘intelligent observer in a recent English review: 

“A passion for reform has seized the American people (says 

Mr. A. Maurice Low), and not to take part in the work of re-. 

form burdens their conscience. Not to hear the still small voice 

of reform is to be guilty of mortal civic sin. * * 

“The historian of the next century will wonder oe) it was 

all about. The historian of the present century is equally puzzled 

to find the logical explanation. The historian that is to come will 

learnedly prove that the American people in the beginning of 

the twentieth century were suffering under an intolerable bur- 

den, that, sunk in sloth, they had permitted themselves to be 

robbed of their rights and at last rose in rebellion and were fired 
with a mission of reform. The perspective of a hundred years 
may enable a more correct view to be obtained of social con- | 
ditions than we can get today living in the midst of them, but 

the raison d’étre for this hysterical wave of reform that is en- 

gulfing a sober and intelligent people defies discovery. The 

Americans were never so well off as they are today, their future 

never appeared so bright, and yet they are discontented, fright- 

ened of themselves, fearful of what fate has in store for them.” 
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